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PEANUT BUTTER IN THE SCHOOL-LUNCH PROGRAM 


FRIDAY, JULY 13, 1956 


Hovust or REPRESENTATIVES, 
SUBCOMMITTER ON DEPARTMENTAL ADMINISTRATION AND 
Crop INsuRANCE OF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to notice, in room 1310, 
New House Office Building, the Honorable John L. McMillan (sub- 
committee chairman) presiding. 

Mr. McMnxan. The committee will be in order. 

The purpose of this meeting is to give the Department of Agri- 
culture an Seeeeaiee to express itself on why peanut butter should 
not be included in the school-lunch program. 


STATEMENT OF HOWARD P. DAVIS, DEPUTY DIRECTOR, FOOD 
DISTRIBUTION DIVISION, AGRICULTURAL MARKETING SERVICE 


Mr. Davis. Thank you very much. 

I might say right at the outset that the Department of Agricul- 
ture certainly is not taking peanut butter out of the school-lunch 
program. As a matter of fact, neither we nor anyone in this room 
could take peanut butter out of the school-lunch program if they tried. 
It is there to stay. We all like it and the children like it, so there 
is no question of our taking it out of the school-lunch program. 

I should like to take this opportunity to explain a little about the 
school-lunch program. In the first place, as many people fail to 
realize, the school-lunch program is essentially and predominantly 
a cash program. The School Lunch Act provides that out of the ap- 
propriation last year, $83 million, at least 75 percent shall be ap- 
portioned among the States as a cash grant-in-aid. And I might say 
that we in most years, I think, since the program began, have sent out 
to the States more than the required 75 percent in cash. Last year 
this amount was $67 million in cash to the States, but that is pretty 
much of a drop in the bucket, a large drop, but still that is not the 
whole story. On the basis of still incomplete reports for last year’s 
operation, we estimate, and we think we are fairly correct, that the 
schools will have spent this last year around $375 million in cold 
cash for food. That money was all spent through the local mer- 
chants and local wholesalers for foods which the school officials felt 
were desirable and needed for the school-lunch program. We do not 
tell the schools what foods they shall have, nor do we supply them 
with a very large portion of the food that they serve in the program. 

The peanut butter which they used in previous years—and we have 
bought peanut butter for a number of years—was bought by the use of 
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that portion of the school-lunch appropriation which it was provided 
by law that the Secretary retain and use for direct purchase of foods, 
foods the States want for their school lunches and foods that are 
needed in the program. ; : 

If you would permit me for a second, I would like to review that 
part of the legislation : | 

Sec. 6. The funds appropriated for any fiscal year for carrying out the pro- 
visions of this Act, less not to exceed 314 per centum thereof, which is hereby 
made available to the Secretary for his administrative expenses, and less the 
amount apportioned by him pursuant to sections 4, 5, and 10, shall be available 
to the Secretary during such year for direct expenditure by him for agricultural 
commodities and other foods to be distributed among the States and schools 
participating in this school-lunch program under this Act in accordance with 
the needs as determined by the local school authorities. 

In other words, the Secretary has authority to hold out a certain 
amount of the school-lunch appropriation for direct purchases, but, 
as cautioned in the law, this must be spent in accordance with the 
needs at the request of the local officials of schools. 

This amount for the last several years that. the Secretary has held 
out for section 6 purchases has been around $15 million. 

As you will note from the legislation, there is no reference to price 
support, surplus removal, or anything else. The only qualification 
is that these purchases be made in accordance with the needs de- 
termined by the local school authorities. If you stack this $15 million 
up against $375 million which the schools spent themselves for the 
food they thought they would like to serve the children, it is a fairly 
small amount. Incidentally, the $375 million includes the Federal 
money, the $67 million I spoke of earlier, all of this in addition to 
the surplus commodities we make available under section 32 and other 
legislation. 

Just for your information, we estimate this past year the value of 
those commodities donated to the schools will be about $100 million. 
In addition, with the $15 million we spent for section 6 purchases, 
we have bought a number of foods the schools have expressed prefer- 
ence for. Included in those foods this past year we purchased about 
$1,300,000 worth of peanut butter, ont for several years that pur- 
chase ran about at that same level, up or down $100,000. 

Now, we have been a little concerned for several years that we may 
not have been carrying out the full implication of the School Lunch 
Act in that we were getting the local school authorities’ preferences 
for what they felt were their needs for these commodities in a fairly 
informal manner. This past year we attempted to go at it a little 
more formally, and conducted a survey of all of the 48 States. In 
that survey we asked the States to express their preferences for cer- 
tain foods that we might buy with this section 6, $15 million. We 
broke the foods down into several groupings. We had meat or pro- 
tein, canned fruit, vegetables, juices, and dried fruit. 

We asked for two types of preferences: First, which one of these 
food groupings did they feel they would like us to buy most heavily 
in; what grouping did they feel we could be of most assistance to 
them. As might have been expected, No. 1 that came out far ahead 
in the poll was the meat group. It is an expensive item in the lunch 
program. The preference was rather definite on that. They felt we 
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might buy more advantageously in that group than they could locally 
and asked that we make the major purchases in that group. 

Secondly, among the meat groupings—and I might say parentheti- 
cally we really have emphasized peanut butter—we have in our regu- 
lations certain requirements on the meals that must be served before 
they can get the Federal reimbursement. In other words, we want 
to assure ourselves that they are going to serve nutritious, well-bal- 
anced meals. The requirements are that the meals must contain 
one-half pint of milk; that they must contain 2 ounces of protein, and 
we list the proteins; that they must contain 2 ounces of fresh or 
processed meat, poultry, cooked or canned fish, cheese, beans, 4 table- 
spoons of peanut butter, or 1 egg. 

We do not list fruits and vegetables they have to serve. We say 
they must serve a portion of bread and a portion of butter or fortified 
oleomargarine. 

So peanut butter is expressly mentioned in our regulations. They 
must serve some protein. 

Out of the items that we got information on in the meat-protein 
group, we found that peanut butter was practically last on the list. 
That, you understand, is not their evaluation of the importance in 
their meal, but an evaluation of the importance of how they would like 
us to spend the $15 million and what items they would like us to 
purchase. 

We have varied our purchase plans from year to year with this $15 
million, planning it according to what the States tell us, what we 
learn when we go around to the schools, what they are missing in the 
lunches, and so on. 

On the basis of all of this, in dividing up the $15 million this year 
we took into account in our preliminary plans—and I would hasten 
to add at this point that our plans are still preliminary and are not 
solidified—-we were taking their preferences and doing the best we 
could to stretch the $15 million. 

We decided this year it would not be necessary to buy peanut butter 
with this money, and we did this on two bases: First, their prefer- 
ences; and secondly, the assurances we got in a number of cases in 
the remarks part of this questionnaire, with no solicitation on our 
part, that they would buy peanut butter anyway and they did not 
need to get it in this manner. 

I might say also that even in the years when we have bought peanut 
butter out of this small fund we have had many instances of schools 
who went out and bought peanut butter in addition to what we gave 
them. Actually when you take the $1,300,000 of peanut butter and 
— it among some 55,000 schools—which would include more than 
that number of school buildings because some of the schools include 
school districts—and some 9 million children, you find that this is a 
very small amount of peanut butter per child. Over the years we 
have urged the use of peanut butter in the schools and we have found 
that many schools have been also buying peanut butter. Therefore 
we feel reasonably sure that if we wind up this year not using part of 
these funds to buy peanut butter, that the schools will buy it out of 
their own money and will continue to use substantial quantities of it. 

To get philosophical for a second, the school-lunch program has 
two basic purposes. Obviously the first one is to improve the nutrition 
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of the Nation’s children. But secondarily, and the reason it is admin- 
istered in the Department of Agriculture, it is to provide an increased 
market for agricultural commodities. We have always felt that if 
the school-lunch program is going to justify the millions of dollars 
spent on it, it cannot be a market for just what is given to the pro- 
gram, but has to be a source of increased markets for the normal chan- 
nels of trade. That is why we are proud that the program is providing 
this additional market in that the schools are buying large quantities 
of food from local sources. 

Tn this particular program I would want to explain this to the com- 
mittee also. We have had the very finest relations with the vendor 
who has been low bidder on this contract. We buy this peanut butter 
on a bid basis, just as we make all our purchases, and it just so hap- 

ened that on this particular contract thote has been one bidder that 
1as been successful for a number of years and has either gotten the 
whole contract or very nearly all of it. And lest there be any misun- 
derstanding at all on that score, we have had the best relations with 
him. His product has been wonderful. We have no complaints on 
that. 

Now, to sum up, we feel that after a peanut butter on 
this program and making sure that it 1s available to all the school- 
children for these years, it is so well established, so well liked and used 
in so many different ways, not necessarily as the main dish but as a 
supplement—they puta dish of peanut butter on the table for kids who 
may need a little more protein—that peanut butter is so well estab- 
lished that at least for this year, when we feel we have other things 
in our tentative plans that we should buy, that we might not need to 


‘buy peanut butter. We believe the schools will buy ae they will 


buy as much or more, or will use just as much peanut butter as if we 
purchased it. We feel that if the schools will not buy a certain food, 
then we have failed in our efforts to build these markets and introduce 
some of these foods to the children. 

As I said earlier, I think anyone who has a child or children of his 
own knows they will-want peanut butter, whether it is given to them 
out of the Federal funds or whether the local school officials buy it. 

I do not know if I have answered all the questions. 

There is one last point. Our plans are still tentative as to how we 
will spend this money. We have a sizable amount of this money that 
we have set aside for this meat group, depending on what happens 
with possible section 32 purchases, depending on a lot of things, and 
we may very well wind up buying peanut butter. We cannot always 

redict whether we will make a purchase of this or something else, so 
in no sense is the door closed on peanut butter; but I did want, as I 
told a number of Congressmen when they called, I did want to be per- 
fectly honest in saying that in our first tentative plan we had planned 
to buy other things and had not planned to buy peanut butter. But the 
door is not closed and we may very well want to use some of this money 
later on for peanut butter. 

Mr. Sixes. Mr. Chairman. 

Mr. McMinxan. Mr. Sikes. 

Mr. Stxes. Mr. Chairman, I wonder if we could have the amounts 
of peanut butter purchased under this program for the last 3 fiseal 

ears. 

Mr. McMu1an. Do you have that information ? 
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Mr. Davis. I can give it from 1953 to 1956. 

Mr. McMitxan. Will you give us the information you have avail- 
able, please. 

Mr. Davis. In 1953 we bought 3,657,434 pounds. 

Mr. Aspirr. Can you give it in terms of dollars and cents? 

Mr. Davis. The cost to the Federal Government for the amount of 
peanut butter was $953,694. 

In 1954 we purchased 5,670,000 pounds at a commodity cost of 
$1,360,800. 

I want to add here that I am giving the cost of the commodity and 
not what it cost to ship and distribute it. So you cannot compare that 
with what the delivered cost would be in the communities. 

In 1955 we purchased 5,480,176 pounds at a commodity cost of 
$1,397,919. 

In 1956, last year, we purchased 5,265,000 pounds at a commodity 
cost of $1,278,866. 

We estimate that in 1956 there were 9,200,000 children eating these 
type A meals. We had 11 million children in the program, but only 
that number were eating the full type A meals. So you could apply 
that quantity to 11 million children, because they serve some of it in 
the other schools, but to be conservative we estimated 9,200,000 
children. , 

Mr. Stxes. Mr. Chairman, I wonder if we may have a listing of the 
commodities that are most likely to be substituted for peanut butter 
if the present plan is carried through ? 

Mr. McMitian. Do you have that information, Mr. Davis? 

Mr. Davis. That isa little hard toanswer. It is not hard to answer, 
but in answering it may sound a lot more definite than it is. We had 
considered hamburger, which was the outstanding No. 1 choice of all 
the schools. We did purchase last year 12 million pounds of ham- 
burger for the program out of this section 6 money. 

The schools have been asking for a number of years if there was any 
bo of our getting them dried eggs. That is another one of the 
strange things. When we had dried eggs running out of our ears 
some years ago and the schools were getting a lot of them, they some- 
times complained a little bit; but once we have distributed a com- 
modity like that, we find we do establish a market for it, and now they 
are okie for it. 

And possibly some of that money might be used for increased pur- 
chases of fruits and vegetables. 

Mr. McMitxian. Does the Federal Government have peanut butter 
in storage now ¢ 

Mr. Davis. No. We distribute it immediately upon purchase. 

Mr. McMitzan. I wondered if there was any surplus. 

Mr. Davis. You mean under price support / 

Mr. McMirxan. Yes. 

Mr. Davis. I cannot give you a firm answer on that. The Depart- 
ment never has taken peanut butter, but they do take shelled peanuts. 
T do not believe in the last couple years they have had any peanuts. 

Mr. Aserrr. Mr. Chairman. 

Mr. McMitian. Mr. Abbitt. 

Mr. Assirr. What is the increased appropriation for fiscal 1957? 

Mr. Davis. I am sorry I did not bring that out. The Congress this 

83347—56——2 
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year increased the appropriation by $17 million to an even $100 
million for this current 1957 fiscal year. In the committee hearings 
and in the discussion on that increase it was made quite clear that 
the problem with the school-lunch program was the declining rate of 
reimbursement per meal, the cash part, and it was made clear the 
Congress wanted the increased appropriation to go to the States in 
cash. As a result, we are planning to keep this section 6 to the same 
amount of $15 million. 

Mr. Aserrr. And the States will get the increase / 

Mr. Davis. In cash; yes. 

Mr. Azerrr. It will amount to $84 million in all ? 

Mr. Davis. Yes. 

Mr. Aserrr. And I assume the rest will be used for administrative 
costs ¢ 

Mr. Davis. We are proud of the fact that, although the legislation 
allows a maximum of 314 percent for administrative costs, we have 
never run more than 2 percent, and that comes out of the appropria- 
tion before the $84 million. 

Mr. Assirr. What other commodities are tentatively planned to be 
taken out of the program other than peanut butter ? 

Mr. Davis. Cherries, dried apricots, and canned peas are three items 
that we purchased last year that in this tentative plan we have now 
we are not thinking of buying this year. 

I might say we had bought canned peaches for a number of years. 
Last year we did not buy peaches. So we do vary these purchases. 
We bought concentrated orange juice for a number of years from the 
California section. Last year we did not buy that. 

Mr. Forrester. Mr. Chairman. 

Mr. McMitian. Mr. Forrester. 

Mr. Forrester. As far as not buying peaches last year, there was a 
good reason why you did not buy them last year, was there not ? 

Mr. Davis. Yes,sir. They were a little expensive. 

Mr. Stxes. What were the other commodities / 

Mr. Davis. Cherries, dried apricots, and canned peas are not in our 
tentative plan. I have to keep reiterating this is a tentative plan; 
and if you are buying somewhat like a regular customer, you have to 
play it by year, according to the prices, and so on, and we do have 
tochange from time to time. 

Mr. Poace. Mr. Chairman. 

Mr. McMiiian. Mr. Poage. 

Mr. Poacr. Do I understand you did not buy any apricots and peas 
last year ? 

Mr. Davis. No. We bought them last year but they are not in our 
proposed plan for this year. 

Mr. Poacer. In other words, you are putting them in the same cate- 
gory as peanuts ? 

Mr. Davis. I would not put it quite like that, but we are not plan- 
ning to buy them either in our tentative plan. We feel there, again, 
that the schools will certainly buy canned peas. 

Mr. Poaae. I believe you explained to us that the schools wanted 
peanut butter, and because of the general demand for it you decided 
not to buy it. Is that right? 

Mr. Davis. No, sir. I said the schools did not want us to buy it; 
they put it low on their choice of what they wanted us to buy, I said 
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the schools very definitely like peanut butter and will continue to buy 
it with their own money because they like it so much. 

Mr. Pricuer. If peanuts were raised in some other part of the 
COUR, would that have anything to do with it, this being election 
year ¢ 

Mr. Davis. I know of no such consideration that went into it. We 
were responsible for drafting the plan. We are not responsible for 
the final plan. The Secretary determines that. We merely recom- 
mend. But there was no such consideration in the recommendation. 

Mr. Assirr. Who made the original determination ? 

Mr. Davis. The Food Distribution Division of the Agricultural 
Marketing Service. 

Mr. McMiian. By the way, will you state your name and position 
for the record? The reporter was not here when you began your 
testimony. 

Mr. Davis. My name is Howard P. Davis. I am Deputy Director 
of the Food Distribution Division of the Agricultural Marketing 
Service. 

Mr. Poage. Mr. Chairman. 

Mr. McMitian. Mr. Poage. 

Mr. Poagr. I do think the record should show that the Department 
of Agriculture specifically recommended last year that peanuts be 
exempt from the tariff provisions because of an alleged shortage of 
peanuts, and we did permit a substantial quantity of peanuts of for- 
eign growth to come into the United States. 

he Department then came before the conference committee and 
said they would pay approximately 50 percent of the support price 
times the normal yield for any of the basic commodities under restric- 
tions. They finally came up and paid only 23 percent, 3 cents a pound 
on peanuts. That is the only commodity that was completely mis- 
represented to the conference committee by as much as 50 to 100 percent. 

he Department actually recommended that we abandon any sup- 
port program at all on peanuts, and sent a bill up here which was 
introduced in both the House and Senate that did abandon any sup- 
port on peanuts, but this House put peanuts back into the program. 
And the same Department of Agriculture now comes up and takes 
from the school lunch program, at the very time when Congress says 
we want to improve and increase the school lunch program, they are 
taking the major part away from the peanut industry. 

It may be coincidence, but I want the record to show every one of 
the coincidences work against the peanut industry. 

Mr. Anprews. Will the gentleman yield ? 

Mr. Poacr. Yes. 

Mr. Anprews. I think the gentleman has stated the situation cor- 
rectly. I would like to add it was generally known that the candy 
manufacturers of America had suggested or supported the effort to 
put peanuts in an unfavorable position. I wonder if the gentleman 
knows if the candy manufacturers have had anything to do with the 
suggestion that peanut butter be dropped from the school-lunch 
program ¢ 

r. Poacr. Maybe Mr. Davis could answer that question. 

Mr. Davis. No, they have not. The candy manufacturers on many 
occasions have come to us to request that we influence the States 
perhaps in not, in some instances, banning candy from the lunchroom, 
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and we have told them we have no authority to tell a local lunchroom 
manager which she has or does not have in her lunchroom. 

But I can personally assure the gentleman that as far as the formu- 
lation of the original recommendation for this year’s section 6 pro- 
gram, it came entirely from our Division, and there were no such 
considerations that went into it. 

I have tried to the best of my ability to tell you exactly and com- 
pletely what we did take into consideration in arriving at his recom- 
mendation, and I want to again assure you that we could very well 
wind up buying peanut butter if some of our other plans do not ma- 
terialize or if there are, perhaps, support programs or surplus removal 
programs that would provide other items. 

I might say there was another consideration that we took into ac- 
count, and that was that we had been supplying in this past year 
considerable quantities of pork for this protein element in the lunches. 
We had supplied a fair amount of pork, and we have 45 million pounds 
that will be distributed beginning in September of pork, so we were 
weighing, first, the desires of the States—and I can show you the 
tabulation of their desires—and then what we saw as the needs of the 
program and how best to split up the $15 million. 

I can assure you there are many commodity groups that come to 
see us and would like to have us purchase everything under the sun— 
and sometimes they are pretty far-fetched items—with this $15 million, 
and we have to be very careful that we spend it for the best thing 
we can in our own best judgment. 

Mr. Poace. Mr. Chairman, may I go into the pork situation for a 
minute, because the same set of coincidences has occurred in pork as in 
peanuts but it has been in reverse. The support price on corn was 
maintained at a very substantial figure. The price of putting your 
acreage into the acreage reserve on corn is 60 percent of the support 
price times the normal yield, as against 23 percent for peanuts. We 
were told it would be approximately 50 percent for both crops. Corn 
happens to be approximately what we were told, and peanuts below 
what we were told. You had nothing to do with it, of course. I 
sincerely realize and know that, but it happened. 

Then, in addition to supporting corn at $1.50 per bushel. without 
marketing quotas as other crops have to have, a fixed support. All 
the corn you can grow is supported in the Corn Belt. 

Mr. McMrian. Suppose you get back on the subject of peanuts. 

Mr. Marruews. Will the gentleman yield? For my own informa- 
tion, do we have in the Department of Agriculture advisors who 
represent the Deep South? Now we are talking about the peanut- 

rowing area. I wonder if, in the high echelons, we have a man 

rom South Carolina or Georgia or North Carolina or Florida ad- 
vising on this particular problem? Mr. Davis, I do not know if you 
can answer that or not. 

Mr. Davis. I cannot answer it for the Department, but we have a 
very fine gentleman from North Carolina on our staff who is re- 
sponsible for distributing these commodities, and he had a hand in 
these original recommendations. 

Quite honestly, these recommendations did not come up as high 
policy. They came up as what we, who perhaps could be called 
the technicians, or at any rate those immediately responsible for the 
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administration of the program, saw through our eyes; and’ we know 
nothing about the politics of price support aspects of this. It does 
go for final approval, however, to the Secretary, and the Secretary 
has used the Board of Directors of the Commodity Credit Corporation 
as his advisors who finally take a look at this section 6 program and 
decide what they will recommend to him. 

Mr. McMiizan. For the record, could you give us how many schools 
were polled? Were all of them polled on this peanut item ? 

Mr. Davis. Our dealings, of course, are with the States. We have 
an agreement with the States. This is a grant-in-aid program. We 
asked the State school lunch people in charge of the program in the 
48 States for answers to these questions. We have no record of the 
extent to which they went down in turn and polled individual 
schools. We have some questions on that ourselves, and we plan 
next year, and we are discussing it with the State officials in connection 
with our summer conferences—for example, just today the Director 
of the Division and most of our staff are in Atlanta meeting with 
the State school lunch program officials of the Southeastern States 
in our annual conference, and this question will be discussed with 
them, as to how to make this survey better next year than the one 
this year and make sure they get down to individual schools. 

Mr. McMirxian. I have a 14-year-old boy and it has been my ex- 
perience with children of that age that they prefer peanut butter 
sandwiches to almost anything else. 

Mr. Davis. It is specifically pointed out in our regulations that 
peanut butter could be used to meet the protein requirement. 

Mr. McMiuxan. Undoubtedly they serve a memeaes or macaroni 


almost every day. Do the schools buy that on their own ? 


Mr. Davis. They buy that on their own. That is one reason for 
their very, very marked preference for hamburger, they can use it 
so many different ways. 

In the past years we have compiled all the best recipes we had and 
that our home economics people had tested for us, and in that recipe 
card file, which is in every school in the country at this time, I am 
sure, there are nine different recipes on how to use peanut butter in 
their meals. In comparison, I think there are 10 on fish and 12 on 
pork. We have a whole batch of material we have sent out at one 
time or another on peanut butter. I cannot emphasize too much that 
we have stressed peanut butter as a good food, a food children like, 
and that can be served in a number of ways and is economical, and 
we see nothing in our proposed action this year that will in any way 
minimize our emphasis. 

Mr. MoMmuan. Do I correctly understand that is not a definite 
proposal at this time ? 

. Davis. Yes, sir ; these plans are fluid. 

Mr. Forrester. Will the gentleman yield ? 

Mr. McMuuan. Mr. Forrester. 

Mr. Forrester. I understood you had done this after consultation 
with the various State authorities? 

Mr. Davis. That is right. 

Mr. Forrester. Then does it follow you might disregard their 
desires and change it ? 

Mr. Davis. We have told the States, and they fully understand, that 
we must be free to change these plans as the situation changes. We 
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will try to follow their preferences to the extent that is practical. 
Where we cannot, we will have to drop down and do the next best 
thing. 

Mr. Forrester. Then what you people will have to do is change 
your policy on accepting State preferences; is that true? 

Mr. Davis. No, sir. If, for example—and this is strictly hypo- 
thetical—if by some strange quirk there should be a purchase of beef 
under the surplus removal program, the section 32 program, the 
schools would get their hamburger and then we could say to them 
that there is no use using these school lunch program funds, which 
are appropriated for the school lunch program and not for price 
support, for hamburger because they will get the hamburger, and 
therefore we will spend the money for peanut butter. 

Mr. Forrester. Just how much chance do you think there is of 
peanut butter — put back in the program this year? It is prac- 
tically nil; is it not 

Mr. Davis. I would not want to be held to any specific statement on 
that. I would say there very definitely is a chance, but I would add 
immediately that I do not really feel that the school lunch program 
should be required to buy any certain commodity, particularly when 
the program is aimed at developing normal markets, and we feel in 
this case the schools will buy it anyway. There is a definite possibility 
we will wind up buying it. 

I might say this, to be very, very candid—I do not know whether 
this is necessarily proper, but if the schools buy the peanut butter 
themselves, they will buy peanut butter that is made in many different 
parts of the country from many different sources of supply. If we buy 
it, and if past experience is any indication, we will buy it probably 
from 1 vendor in 1 locality. 

Mr. Forrester. Of course, you gentlemen would not be bound by 
that. 

Mr. Davis. We go out with an announcement—I have a copy of it 
here—which contains certain specifications, and we buy according to 
USDA grades and standards. We go out and say we will buy from 
anyone in the country who wants to bid, and we get bids in, but this par- 
ticular firm—and I do not know why—is able to outbid all the rest of 
them. And, as I have said before, we have been very happy in our 
dealings with this firm. Their product has been fine. ere is no 
kick on it at all. 

Mr. Pitcuer. Mr. Chairman. 

Mr. McMuxan. Mr. Pilcher. 

Mr, Pivcuer. I think I have about the second largest peanut-grow- 
ing district in the country, but this concern is not in my district; it is 
in Mr. Forrester’s district. This fellow has for years built up his 
business almost entirely on Government contracts and it is geared to 
that. For years they have built up that business with the Govern- 
ment. Now if you cut this $1,300,000 amount out, it looks like they 
ought to have more notice. 

Mr. Anprews. What company is it? 

Mr. Pivcuer. Stephens Industries of Dawson, Ga. They have built 
up their business on Government business. Many people cannot 
pres spy how they can afford to sell their product as cheaply as 
they do. . 
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Mr. Jones. Will the gentleman yield? 

Mr. Puwcuer. Yes. 

Mr. Jones. How do they package it’ 

Mr. Davis. In No. 10 tin cans. 

Mr, Jones. You mentioned something about 4 tablespoons of pea- 
nut butter. 

Mr, Davis. That is the requirement if it is to satisfy the total meat 
or protein requirement. Most of the schools do not do that. If you 
try to eat a peanut butter sandwich with 4 tablespoons of peanut 
Lutter in it 

Mr. Jones. You would have to eat several sandwiches. But if the 
schools had an adequate supply of surplus meat, pork or beef, then 
they could not serve the peanut butter at that same meal; is that 
right ? 

Mr. Davis. They can serve anything in addition that they want. 
As a matter of fact, we have been urging the schools, for the larger 
eaters, the 12- and 14-year-old boys, to use various devices for provid- 
ing additional proteins and the schools have found that putting pea- 
nut butter and bread on the table is an excellent way to do that, and 
they have been using it as a supplement in many, many schools. And 
I cannot stress too strongly that the schools recognize the value of this 
product and they do not need any selling on it. They will use it. It 
fits in so many different ways. 

Mr. Anprews. Mr. Chairman. 

Mr. McMrizan. Mr. Andrews. 

Mr. Anprews. You stated a few moments ago that in round figures 
the Department bought in 1953, $953,000 of peanut butter ? 

Mr. Davis, That is right. 

Mr. Anprews. In 1954 the Department bought $1,360,000 of peanut 
butter. 

Mr. Davis. That is right. 

Mr. Anprews. In 1955, $1,397,000; and in 1956, $1,278,000, from 
your $15 million fund. 

Do you have any figures that would show how much peanut butter 
the schools purchased from their allocated funds in those years? 

Mr. Davis. No, sir; and that is a serious lack in our information, we 
feel, and we are now in the process of planning a research project 
which we hope to work through the Census Bureau in their sampling 
process to determine that. We ought to know that, we feel. 

Mr. Forrester. Will the gentleman yield? 

Mr, Anprews. Yes. 

Mr. Forrester. The gentleman asked a very important question, 
and I would like to ask Mr. Davis, if he does not have the information 
the gentleman asked for, how can he base his opinion that the States 
will buy this peanut butter 

Mr. Davis. Well, our field people are constantly in touch with the 
States, and they have all been instructed not to stop there but to go 
to the school lunchrooms and talk to the school-lunch managers. That 
is how they get to the pulse of it. I will grant you that is a very 
informal basis for what I have said, but we have had reports, as we 
have gone around, in asking them if we were supplying them with too 
much peanut butter during these years or too little and how they were 
using it, and then our field people actually sit down at lunch and watch 
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how they use these various foods. We have had a number of reports 
that the schools are buying it. 

Then on this questionnaire from the States—and this was entirely 
unsolicited—in the remarks column the State agencies mentioned that 
the cooks had figured enough ways to use peanut butter as a supple- 
ment that they might be more willing to purchase it with their own 
funds than to purchase other protein foods. 

Mr. Anprews. I think it would be helpful to have that information. 

Mr. Davis. I agree with you. 

Mr. Anprews. I would like to ask this question: How do the in- 
dividual schools buy peanut butter ? 

Mr. Davis. They buy it the same way they purchase the rest of the 
$375 million. 

Mr. Anprews. From local merchants? 

Mr. Davis. Yes. There are some central purchasing operations. I 
think one State makes central purchases, it may be Florida or Louisi- 
ana, where they may have a large State appropriation for school 
lunches. But by and large the purchases are made on a school district 
basis and in many instances by the individual schools. 

Mr. Anprews. Do you have any figures to show the difference in 
wrices when they make individual purchases and when they purchase 
it from your Department ? 

Mr. Davis. Yes, sir; we have run checks on that each year, and so 
far we have a fairly good record on the things we have bought. We 
have been able to buy them and deliver them cheaper. 

Mr. Anprews. Does that apply to peanut butter ? 

Mr. Davis. That item also. 

Mr. Anprews. It is fair to assume that the schools will use $1 mil- 
lion or more worth of peanut butter, so would it not be the smart thing 
to do to continue this program of central purchasing like you have and 
distribute it to the schools rather than letting each school go out and 
buy their individual needs? 

fr. Davis. I would answer that two ways. First, you have to re- 
member that $1,300,000, as against $375 million, is only a small part of 
what they spend for food. Secondly, this same thing is true on many 
other commodities that we have brought on and off in various years. 

Mr. Anstrr. Will the gentleman yield right there ¢ 

Mr. Anprews. Yes. 

Mr. Axsrrr. I got the impression that this $1,300,000 is only a small 
part of the program ? 

Mr. Davis. I would say they make substantial purchases in addition 
to that on a nationwide basis. There, again, I cannot be certain. 

Mr. Ansrrr. When you sent out the inquiry to the States, did you 
itemize the various items? 

Mr. Davis. Yes. We itemized these items and then added another 
category where they could put in anything else we had not itemized, 
Peanut butter was specifically listed. 

Mr. Appirr. It was? 

Mr. Davis. Yes, sir. All the different commodities we had pur- 
chased over the last 5 years were specifically listed on the question- 
naire. 

Mr. McMinian. Mr. Grant. 

Mr. Grant. The only thing I can ask is whether they will not review 
this decision, which the witness sa ys has not been made permanent, and 
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see if they cannot utilize peanuts this year. As Mr. Poage mentioned 
a while ago, last season a good many foreign peanuts flooded the coun- 
try, and this year the support price on peanuts is being lowered. In 
oddition, the peanut growers thought they should be able to get some 
advantage out of a soil bank, which they are not able to do. I might 
also call attention to the fact that there is no crop that is produced 
that is any more soil-depleting than peanuts. After you plant peanuts 
for several years on land, that land should be utilized for some other 
purpose. 

So this program has been a help to the peanut farmers in the Nation, 
and we certainly hope that you and the gentlemen in your Division 
might be able to again review this situation. 

Mr. Forrester. Mr. Chairman. 

Mr. McMuzan. Mr. Forrester. 

Mr. Forrester. I think this is a serious matter and I would like 
to direct this question to the gentleman : 

Is it not true that the first time since the war when we had arrived 
at a point where there were no surplus peanuts, did not the Govern- 
ment, over the protest of the members of this Agricultural Committee, 
and over the protest of all the southern Congressmen, grant the order 
and bring in these foreign peanuts, and is not that action the reason 
why we have a surplus of peanuts today ? 

Mr. Grant. Are you directing the question to me? 

Mr. Forrester. Yes. 

Mr. Grant. You are absolutely right, Mr. Forrester, and I think 
now those responsible for that action realize their mistake, but of 
course it is too late; 

Mr. Assrrr. I would like to say for the record that in addition to 


what you have said, the Tariff Commission has just announced that 
they are holding hearings on July 31 on an application to again increase 
the import quota and bring in additional peanuts. 

Mr. Forrester. What I am trying to say to the gentleman is that in 
addition to this surplus of peanuts, as the gentleman from Alabama has 
well said, we have a reduction in the support price on peanuts. Now, 
all of those nee which have been done, have been done against the 


protest of this Committee on Agriculture and the protest of the 
southern Congressmen. It does seem to me that this situation should 
be reviewed. 

As I understand it, one of the main purposes of this program is to 
try to alleviate the surplus and to try to save certain sections of this 
country from a terrible financial shock. And this simply adds injury 
on top of injury, and what it is going to do to the peanut section of 
this country is something that simply cannot be calculated, but I cer- 
tainly think, and I think this committee thinks, that this thing should 
be rectified and rectified at once. 

Mr. Davis. I would like to assure the gentleman as I think I said 
before that we still do have this question under advisement and it is 
still an open'question. We will take a long look at it and there most 
certainly is a definite possibility that we will buy peanut butter. I 
cannot refrain from one last word, however, that we do not feel that 
our not buying peanut butter this year will result in less peanut butter 
being used in the schools and therefore react to the detriment of the 
peanut producers. 
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Mr. Forrester. That is exactly what these gentlemen think and I 
think so, too. 

Mr. Davis. It isa very small amount to start with. 

Mr. McMiian. Mr. Davis, I know you area fairminded man. You 
will assure the committee that you and the other statisticians will take 
another look at this thing? 

Mr. Davis. Yes, sir. 

Mr. McMixan. With a view of at least withholding this order until 
we can get more statistics as to how much the schools are buying, maybe 
for 1 year. 

Mr. Davis. The fact that we do not buy it this year does not mean 
we will never buy it again. 

Mr. McMiiuan. I understand that. 

Mr. Anprews. What do you mean by this year, the fiscal 1956? 

Mr. Davis. The fiscal year beginning July 1, 1956. 

Mr. Anprews. You keep saying the fact that you will not buy any 
this year 

Mr. Davis. This current fiscal year. 

Mr. Anprews. Does that mean you have definitely decided not to 
buy any peanut butter out of your $15 million fund? 

Mr. Davis. No, sir; it definitely does not mean that. The whole 
question arose on the basis of our tentative plan in which, to be honest 
with everyone, we explained that we had not included peanut butter 
in the tentative plan but as I have just assured the committee we are 
still considering the whole program and it is in a fluid state, we have 
to take a lot of changing conditions into consideration. We most 
definitely will take a very, very careful look at this item. 

Mr. Azserrr. Has the Secretary approved the tentative plan? 

Mr. Davis. He has approved part of the tentative plan and there 
actually is still some considerable amount of money that has not been 
approved or programed by the Secretary and the Commodity Credit 
Ceendtation oard of Directors whom he uses as advisers. 

Mr. Assirr. Then some of the money that has not been approved 
eould be included for peanuts ? 

Mr. Davis. That is right. I want to assure the committee there is 
nothing done to date that would preclude buying peanut butter this 

ear. 
. Mr. Anprews. Mr. Davis, you are satisfied that peanut butter is a 
wholesome, nutritious food ? 

Mr. Davis. Yes, sir. 

Mr. Anprews. And that the school program will use some of the 
peanut butter ? 

Mr. Davis. Yes, sir. 

Mr. Anvrews. And that the figures show that over the last 5 years 
you have been using about $1.2 million or $1.3 million worth of peanut 

utter, buying it through your office from Washington ? 

Mr. Davis. Yes, sir. 

Mr. Anprews. And awarding a contract to the lowest bidder? 

Mr. Davis. Yes, sir. 

Mr. Anprews. By doing that you are able to deliver to the schools 
peanut butter considerably cheaper than they can buy it themselves? 

Mr. Davis. Yes, sir. 

Mr. Anprews. In view of the fact that the amount you have spent 
for peanut butter—and it is admitted it is a good, usable, nutritious 








PEANUT BUTTER IN SCHOOL-LUNCH PROGRAM 15 


food—do you not think the smart thing to do would be to continue 
your program of buying $1.2 million or $1.3 million worth of peanut 
butter through your shop and distributing it to the schools at a dhebter 
cost because, if you stop your plan—think about this—you are going 
to disrupt considerably the peanut business. 

Mr. Davis. No, sir; I do not believe we will. 

Mr. Anprews. Here is a man down there that you say has given 
good service and good prices; no complaint. He not only benefits 
from the contracts he has with you but these thousands of little farm- 
ers in that whole section of southwest Georgia and southeast Alabama 
are dependent upon him for a market. 

Mr. Pricuer. Will the gentleman yield? 

Mr. Anprews. Yes. 

Mr. Pitcuer. I have a consolidated school in my district with a 
lunchroom and for years they took commodities from my store. I 
happen to know if they buy peanut butter from my store it will cost 
them 25 percent more because we have to buy it from the jobber and 
the jobber sells it to us and we tack our profit on. You are buying 
this gente butter in these vast quantities. You are saving the school- 
lunch program. It will put peanut butter up at least 15 to 20 percent 


as a minimum from what you are buying it now. 

Mr. Davis. In looking at all the commodities we buy we do not find 
that it always has that much difference. A good many of the schools 
do buy through wholesalers rather than at retail stores. 

Mr. Pirrcurr. A lot of the smaller ones buy right from the retail 
stores. 

I am not trying to throw any flowers on you. I have had consid- 


erable dealing with you and other branches of the Government and 
I think you are one of the fairest men there. This means a lot to our 
section of the country. It means a lot to the farmers. You should 
look at this thing again and do not say it is out until you thoroughly 
investigate it. Go 1 more year, anyhow, because they are caught with 
these surplus peanuts; the market is down and the farmers are not 
getting as good a break on peanuts as on some supported commodities. 
T think it would be the best thing we ever did. I believe it would help 
the taxpayers of the country. 

Mr. Assirr. I would like to concur in what has been said. I want 
to express my deep appreciation to the chairman of this subcommittee 
for getting the gentlemen here in the Department to give us a better 
opportunity to understand the problem. I personally want to thank 
the chairman for this. 

Mr. McMurray. I would like to state I have had some dealing with 
Mr. Davis. He has saved our bean and produce markets in South 
Carolina several times. 

Mr. Pricuer. He saved our cabbage market, too. 

Mr. Founratn. I would like to thank the chairman and others for 
extending me an opportunity to be here and I want to say how im- 
portant this thing is to the people of my section. Three counties in 
my district grow approximately 95,000 of the approximately 180,000 
acres of peanuts grown in North Carolina. Consequently, you can see 
how basic they are to the small farmers in my congressional district. 

I agree with the conclusions stated here, and particularly what Mr. 
Forrester said concerning the impact of these imports into this coun- 
try. When was your survey—which I can appreciate you have used 








16 PEANUT BUTTER IN SCHOOL-IA,'NCH PROGRAM 


in making your decision, and I think, you have been very fair in pre- 
senting your conclusions to us—when was this survey completed ? 

Mr. Davis. I believe the deadline we set for this material to be back 
in to us was around the 13th or 16th of June of this year. Just within 
the last 2 months. 

Mr. Fountain. How often do you make those surveys? 

Mr. Davis. As I believe I mentioned before you came in, we had 
been up until this time relying on more or less informal questions to 
the States. This is the first year that we have attempted a formal 
survey and written questionnaire. We are intending to continue this 
as I mentioned and are hoping in talking with the States that. we can 
make it as good a survey and accurate as we can get. 

Mr. Fountatn. I was wondering without the information as to 
what local school lunchrooms would themselves purchase and with 
the information you have gotten in the survey, how you were able to 
arrive at the conclusion that there should be complete elimination 

‘of section 6 purchases this year. I realize the amount involved may 
not sound large but once a step like this is taken, it can become worse. 

As has been indicated, this is very serious to 1 or 2 areas in par- 
ticular and, of course, the impact is upon all the peanut growers. 
I noticed in 1953, for instance, you purchased about 314 milhon plus 

ounds; in 1954 you wnet up to 5,670,000 pounds; in 1955 you dropped 
ack to 5,480,000, about 150,000 less; in 1956 you dropped Salton 
215,000 in your purchases. 

I am wondering just what criteria you had in determining those 
reductions. Of course, this year you are dropping another 225,000 
pounds in your purchases. Of course, in following years you are 
cutting it out completely, but in 1956 you dropped another 225,000 
pounds. ° 

Mr. Davis. There are several answers. We buy 6, 8, 10 different 
commodities sometimes with these funds and the whole point I wanted 
to stress, with this section 6 program we have to be fluid and we 
have to plan it the best way we can. It may have been in some years 
that we bought a little bit more or in order to get enough of certain 
items we had a little bit less to spend on other items, and consequently 
in the years when we spent $1.360 million for peanuts we spent a 
little less on some of the other items. 

Then there is a technical matter involved. When you get these 
bids in, they are put up on a big sheet and you look down at the prices 
and if you can get $1.2 million worth at a good price, if you go the 
extra hundred thousand you have to pay a much higher price, we 
cut off where we get the best deal. So you never set out and buy 
just. a specific money amount or a specific pound amount. We do 
not know what the price will be that is offered. 

Mr. Fountarn. I am not one who wants to cram down the throats 
of local people something they do not want, but I think there is sub- 
stantial merit to the position these gentlemen take. I concur. In- 
asmuch as you do not ate information as to what is being purchased 


locally, I hope you will give careful consideration to this situation 
and reinstate the purchases for this year until you are able to get more 
information as to what is being purchased locally. . 

I was curious, and I imagine the volume was responsible, but I 
notice in 1954 for 5,670,000 pounds you paid $1,360,000, in 1955 for 
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5,480,000 which is about 190,000 pounds less, you paid $1,397,000 which 
is about $30,000 more. 

Mr. Davis. I can give comparative pound cost on this. ‘These are 
in cents. It went from 26.07 in 1953 to 24 in 1954, to 25.5 in 1955, to 
24.3 in 1956. We have to look at the general market level and then 
we have to decide if what is being offered is consistent with the general 
market level or out of line with it. It is like you purchase anything you 
buy yourself. 

r. Founrarn. At least from your survey you had no way of being 
absolutely positive that you ought to completely cut out purchases 
this year. It was tosome extent guess; is that right? 

Mr. Davis. I would like to say this, always reiterating what I have 
assured the committee that this is fluid; we are going to continue to 
consider peanut butter for this year, but.every single thing every mem- 
ber of this committee has said about peanut butter, leaving out all of 
the price-support talk and the import quotas and that of which I know 
nothing, everything you have said about peanut butter is equally true 
about every item that we buy. 

Now, sitting where we are, we have to take that into consideration, 
too. I beg the committee to look at it from our viewpoint a little bit, 
too. 

Mr. Forrester. I want to ask this question. Mr. Davis, this was a 
new thingtome. When was this policy formulated ? 

Mr. Davis. Which policy ? 

Mr. Forrester. This policy about not buying any peanut butter 
for the school lunchrooms. 

Mr. Davis. There is no policy to it. It is just the same adminis- 
trative consideration we go through for any commodities whether we 
buy dried apricots or canned peas. 

r. Forrester. When was it decided, 2 or 3 days ago? 

Mr. Davis. No, sir; we have been in the course of planning since we 
got the results of the survey in and since we knew what the appropri- 
ation was going to be, and it is just the normal planning from day 
to day. 

Mr. Forrester. Let me ask the gentleman this. This is what I am 
trying to get at. I think Cinderella Foods in my district has been able 
to obtain the major portion of these contracts. I think Mr. Cruik- 
shank talked to you gentlemen about another contract, and the news he 
got was there would be no contract, that it was going to be wiped out. 

Mr. Davis. He talked to the oils and peanuts people in Commodity 
Stabilization Service and came to see me, I believe it was on Tuesday 
of this week. I told him exactly what I have told the committee here 
today, not in nearly as much detail because I think he knew it already. 
I think that you will agree that it is fair that we cannot run the school 
Junchroom program on the basis of assuring any contractor in the 
country that he is going to get a $1.3 million contract for school lunch 
every single year. 

Mr. Forrester. No one would argue that. 

Mr. Davis. As a matter of fact, he had no assurance that someone 
would not underbid him some year. We do not go out and explain 
all of these plans to the vendors from whom we buy other foods. 

I might mention one little thing here. What we do on some of these 
commodities, whether we announce we are going to buy or not going 
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to buy, we have been told, sometimes influences the contract price that 
is negotiated with the producer where some of these commodities—I 
um not sure it is true on peanuts—are based on a contract price. We 
have a responsibility in this regard, and that is why I have been a little 
saree et here today on what we are planning to buy. We have a 
responsibility for not announcing ahead of time what we are going to 
buy until the formal announcement comes out. It could have an effect 
one way or the other, and we cannot favor one group against another. 
We do have to keep these plans pretty tentative, and we have to more 
or less keep them to ourselves, 

Mr. Forrester. That is all. 

Mr. McMiuzan. Mr, Davis, we certainly appreciate your coming 
here and giving us this information on this proposed new program, 
and we certainly appreciate your assuring us you will give it more 
thought. 

Thank you very much. 

(Whereupon, at 11:45 a. m., Friday, July 13, 1956, the hearing 
adjourned subject to call of the Chair. ) 
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